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Interpretation 1 (Scenarios)

Discount rate

@ Each rate corresponds to a scenario on the growth rate

E

Introduction exp(_r(t) t) _ eXp( pt) [[ IE ;%

r(t) = p—?lnzpiexp(—()yit)
1
= —In)_piexp(=rit)

° |fr,-~./\/(p—|—m,v2) then r:p—l—m—";t
(Reinschmidt, 2002, utility discount rate)
o If r; ~ 7 (a,B) (f(x) - %X"‘_lexp(—ﬁxw then

2
r(t) = ﬁ = mn-lq-tv
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®pi=Ti

o U(e) =YL wiexp(—p;t)e

o exp(—p2verge(t)t) = Y w; exp(—p;t) and
exp(—reoc 6°(t)t) = ¥ w; exp(—rit)

o ri"st such that fo rinst(s)ds = ripe 8% (t)t
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Tisragtradton For any distribution, rsc(t) decreases and converges to finf

° fsoc(t) < Y w;r;, for all t,

@ FSD and SSD dominated shifts in the distribution of the
individual discount rates reduces roe ¢ (t)

@ MLR and PD dominated shifts in the distribution of the

individual discount rates reduces i (t)
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